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Finnish Par Value 


The International Monetary Fund has concurred in a 
proposal by the Government of Finland to change the par 
value of the Finnish markka from 230 markkas to 320 
markkas per U.S. dollar. Effective immediately, the new 
par value in terms of gold and U.S. dollars will be as 
follows: 0.00277710 grams of fine gold per Finnish 
markka; 11,200.0 Finnish markkas per troy ounce of 
fine gold; 320,000 Finnish markkas per U.S. dollar; 
0.312500 U.S. cents per Finnish markka. 

Simultaneously with the adjustment of the official ex- 
change rate, the tourist rate, which was introduced on 
June 3, 1952, and fixed on December 14, 1955 at 325 
markkas per U.S. dollar, has been abolished. The Gov- 
ernment has also abolished the arrangements (Clearing- 
kunta) introduced in early 1953, under which exports 


of certain goods received a premium up to 20 per cent 
above the parity, while importers of certain goods had 
to pay a surcharge of 20 per cent above the parity rate. 
The Government plans to impose varying levies on 
exports of certain forestry products, in order to prevent 
profits on these items, at the new par value, from exerting 
an inflationary influence in the Finnish economy. 
Finland’s establishment of a new par value was pre- 
ceded by fiscal and monetary measures designed to halt 
the generation of inflationary pressures, and the Finnish 
Government has stated that it intends to continue its 
efforts to achieve and maintain balance internally and 
externally. 
Source: International Monetary Fund, Press Release, 


Washington, D.C., September 15, 1957. 


Netherlands Transaction with the Fund 


The Netherlands Government on September 12 pur- 
chased $68,750,000 from the International Monetary 
Fund. It also concluded a stand-by arrangement under 
which additional drawings may be made from the Fund 


during the next 12 months, up to an amount equivalent 
to $68,750,000. 


IBRD Loan in Thailand 

The World Bank and the Yanhee Electricity Authority 
of Thailand signed an agreement on September 12 for a 
loan equivalent to US$66 million to help finance the 
Yanhee multipurpose project for the development of 
electric power, flood control, and irrigation. The loan 
had been approved by the Bank’s Executive Directors on 
August 20, and signing awaited the enactment of legis- 
lation by the Thai National Assembly establishing the 
new Yanhee Electricity Authority (see this News Survey, 
Vol. X, p. 60). The Authority was established by law 
on September 8, 1957 as an independent government 
agency to operate the Yanhee project and all large power 
generating plants and transmission facilities in central 
Thailand. 

The loan is for 25 years and bears interest of 534 
per cent, including the 1 per cent commission which is 
allocated to the Bank’s Special Reserve. Amortization 
will begin October 15, 1963. The loan is guaranteed by 
the Kingdom of Thailand. 


Source: International Bank for Reconstruction and 


Development, Press Release, Washington, D.C., 
September 12, 1957. 


The quota of the Netherlands in the Fund is 
$275,000,000. The Netherlands Government purchased 
a total of $75,300,000 from the Fund in 1947 and 1948 
and completed its repurchase in 1953. 

Source: International Monetary Fund, Press Release, 


Washington, D.C., September 12, 1957. 


IFC Investment in Chile 


The International Finance Corporation announced on 
September 16 that it has reached agreement, subject to 
completion of the necessary legal formalities, for a $2.2 
million investment in Empresa Minera de Mantos Blancos, 
S.A., a Chilean corporation engaged in the deyelopment 
of a copper mine and smelter in the Antofagasta region 
of northern Chile. Mantos Blancos is controlled by Em- 
presas Sudamericanas Consolidadas, S.A., a Panamanian 
corporation. Consolidadas holds the extensive mining, 
industrial, and commercial interests of Dr. Mauricio 
Hochschild and his associates throughout the major coun- 
tries of South America, North America, and Europe. 
Corporacién de Fomento de la Produccién of Chile and 
other Chilean and foreign nationals have small invest- 
ment interests in the enterprise. 

IFC’s investment, its first in Chile, is part of a financial 
program totaling $12.8 million for development of the 
Mantos Blancos mine and smelter located 45 kilometers 
northeast of Antofagasta, largest city and port of northern 
Chile. The ore deposit has been known for many years, 
but the development of the property required new metal- 
lurgical methods for treating the ore and also an adequate 
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and reliable source of water which became available only 
this year. 

The Hochschild interests have invested about $3 mil- 
lion during the past several years in defining the Mantos 
Blancos ore bodies and in engineering, through extensive 
pilot plant operations, a satisfactory metallurgical proc- 
ess. The proved ore body will now be developed, and a 
metallurgical plant will be constructed to process 2,000 
tons of ore per day, producing about 25 million pounds 
of refined copper per year. Full-scale operation is ex- 
pected by mid-1959. 

Including the $3 million already invested in common 
shares by the stockholders’ group, the total capital of 
Mantos Blancos will amount to $12.8 million of which 
half will be in the form of unsecured debt and half 
equity. The Hochschild group is committed to provide 
the total equity of $6.4 million and $2.2 million in debt. 
The balance of debt financing will be provided by $2 
million from the American Overseas Finance Company 
of New York and $2.2 million from IFC. 

The IFC investment of $2.2 million will be in deben- 
tures bearing interest of 7 per cent, with amortization 
completed in 1968. The Corporation receives option 
rights to purchase at par $1.1 million of Mantos Blancos 
common stock. In addition, IFC may receive additional 
payments dependent upon the amount of dividends. The 
debentures can be redeemed without premium. 


Source: International Finance Corporation, Press Re- 


lease, Washington, D.C., September 16, 1957. 


Europe 


Annual Report of the Bank of England 


The annual report of the Bank of England records that 
in the year ended February 28, 1957 loans against secu- 
rities to the discount market were made on 61 days and 
that such advances were outstanding on 272 days. During 
the preceding year, loans were made on 100 days and 
advances were outstanding on 335 days. The report 
recalls that during the autumn months of 1956 conditions 
in the gilt-edged market varied greatly. Toward the 
close of the year, a small rise in prices and an expecta- 
tion of a further rise made it possible for vigorous de- 
partmental net sales to be made. These continued into 
February 1957. 

Activity in the London gold market increased further, 
partly under the demand for the metal by European cen- 
tral banks in connection with the settlement of deficits 
in the EPU—a demand which is present when, as during 
most of last year, the price of gold is below the U.S. 
parity. The metal was also wanted by buyers in both the 
Middle East and the Far East. 

A steady expansion of business on the foreign exchange 
market is attributed, to some degree, to the extension 
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of the facilities offered by the market. Although the turn- 
over in dollars, which had increased by about 40 per 
cent in the year 1955-56, showed little further change, 
arbitrage between London and the continent increased 
substantially, to a new record for the postwar period. The 
facilities for the automatic transfer of sterling held on 
transferable account were again used extensively. U.K. 
merchanting transactions conducted on a sterling basis 
between non-sterling area countries amounted to £205 
million, compared with £178 million in 1955, £163 mil- 
lion in 1954, £142 million in 1953, £150 million in 1952, 
and £124 million in 1951. These figures include trans- 
actions allowed under commodity market schemes which 
took place in sterling. Although no new commodity 
schemes were introduced in the year under review, the 
volume of business continued to expand: The total value 
of commodities sold to countries outside the sterling area 
for payment either in sterling or in foreign currency 
was some £424 million, a rise of £31 million over the 
1955 figure of £393 million. There was, in particular, a 
marked increase in turnover for the raw sugar and copra 
purchased from the American account area to be resold 
in the transferable account area for sterling. Sales of 
grain also were exceptionally high owing to the poor 
harvest on the continent. Larger receipts for rubber, 
copper, and tin almost offset reductions in coffee, cocoa, 
zinc, lead, and cotton. 

Source: Bank of England Report for the Year Ended 

February 28, 1957, London, England. 


Monetary Measures in the Netherlands 


In a circular to private banks, the Netherlands Bank 
has stressed the need for avoiding a further increase in 
the volume of credit to the private sector. The Bank has 
warned that a rate at least 1 per cent higher than the 
official rate will be charged for the use of its credit facili- 
ties by a banking institution that, in the opinion of the 
Netherlands Bank, does not show moderation in extending 
credit. In determining whether or not increases in the 
volume of credit are excessive, seasonal movements and 
credit trends during the past two years will be taken 
into account. 

The Netherlands Bank also requested the banks to 
reduce their credits to local authorities to the average 
level attained in 1955 and 1956; and it requested stock- 
brokers to abstain from introducing in the Netherlands 
securities listed on foreign security markets. 

Source: Het Financieele Dagblad, Amsterdam, Nether- 
lands, September 6, 1957. 


Prices in Sweden 


Sweden’s fight against inflation is entering a significant 
phase, when the present relative stability of the price 
structure will be tested. The official consumer price index 
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(1949=100) in July was 146, one point higher than in 
June and seven points, or 5 per cent, above the July 1956 
index. As a result, old-age pensions will be raised on 
October 1 by SKr 50 per year for single persons and by 
SKr 40 for married persons. The basic pension, including 
the cost of living bonus, will then be SKr 2,200 for a 
single person and SKr 3,520 for a married couple. Such 
an increase is not regarded as disturbing in itself, but 
the consumer price index now has come close to the two 
figures which, if reached this fall, will result in demands 
for compensation from both farmers and labor. This, in 
turn, would raise the index still further. 

When the consumer price index reaches 147, the system 
of price supports for the principal farm commodities will 
have to be revised somewhat. More important, however, 
is that, if the consumer price index for November should 
reach 150, the trade unions will be entitled to initiate new 
negotiations on wage rates (see this News Survey, Vol. IX, 
p. 270). Higher prices on farm products alone will not 
raise the index to 150, but the increase in rents which 
will become effective on October 1 (see this News Survey, 
Vol. X, p. 11) will be reflected in the consumer price 
index for November. Although there still seems to be 
fairly good foundation for the belief that the index will 
not reach 150 in November, the fact that it is rising close 
to that level has begun to cause real concern. 


Source: The American-Swedish News Exchange, Inc., 
News from Sweden, New York, N.Y., August 28, 
1957. 


West German Foreign Exchange Bank 


The creation of a special German banking institution, 
to be entrusted with the task of investing abroad part of 
Germany’s foreign exchange surplus, has recently been 
proposed by the President of the Diisseldorf Chamber of 
Industry and Commerce, Dr. Ernst Schneider. The pro- 
posal is said to be the outcome of a study undertaken by 
the Chamber of Industry and Commerce. The bank 
would be a temporary arrangement, until a better balance 
between exports and imports leads to an improved inter- 
national payments situation. The proposed plan provides 
for legislation to set up a special institution with capital 
equivalent to US$250 million, of which 50 per cent would 
be contributed by the central bank and 50 per cent by the 
private sector. Because of the prevailing shortage of 
private capital, only 25 per cent of the private contribu- 
tion would have to be paid at the beginning. 


Dr. Schneider’s starting point is that the international 
payments situation has become untenable and that the 
time has come for the Federal Republic to take measures 
toward an effective and economically sound contribution 
to the restoration of an‘international balance of payments 
equilibrium; Germany’s obligations would be fulfilled by 
a good creditor policy. 
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The new bank’s principal tasks would be (1) repay- 
ment of German external debts prior to maturity dates, 
particularly those debts incurred in the postwar period, 
(2) financial assistance to importers to provide for larger 
stocks, and (3) assistance in the acquisition of German 
participation abroad and other long-term foreign invest- 
ments. The bank would be entitled to accept, in addition 
to the paid-in capital, foreign exchange deposits from 
the central bank and DM deposits from public authorities. 

The study concludes that public authorities have ac- 
cumulated an excessive volume of savings, which has led 
to low consumption and high indebtedness of the econ- 
omy. The flow of savings must be redirected to the private 
sector, for Germany must become a structural exporter 
of capital, however odd this may sound in view of the 
present situation prevailing on the German capital market. 
Dr. Schneider suggests that the present cash reserves of 
the Federal Government could become the basis for the 
foreign exchange credits envisaged. 

Source: Handelsblatt, Diisseldorf, Germany, August 31, 
1957. 


Middle East 
Monetary Developments in Ethiopia 


Monetary developments in Ethiopia during the first 
half sf 1957 were determined to a great extent by un- 
usually large exports of coffee. In the first quarter of 
the year, which is the main coffee export season, coffee 
exports averaged 7,000 tons per month; monthly exports 
in the second quarter are estimated to have been about 
half of that amount. The money supply increased by 
Eth$32 million, ic., by 19 per cent, during the ‘irst 
quarter, mainly as a result of.an increase equivalent to 
Eth$25 million in the foreign assets of the State Bank 
of Ethiopia. There was also an increase of Eth$5 million 
in private credit. During the second quarter, the money 
supply dropped by Eth$12 million as foreign assets fell 
by Eth$5 million and government deposits increased by 
Eth$8 million. 

The substantial increase in the money supply during 
the first quarter did not have a significant effect on prices. 
During that period the general import index rose by 4 per 
cent while the general export index dropped by 5 per 
cent; in the second quarter, the import index remained 
fairly stable, and the export index declined by 2 per cent. 
Sources: State Bank of Ethiopia, Report on Economic 

Conditions and Market Trends, Addis Ababa, 
Ethiopia, May and August 1957. 


Annual Report of the State Bank of Pakistan 


The annual report of the State Bank of Pakistan for 
the year ended June 30, 1957 states that economic devel- 
opments during the year strengthened inflationary trends 
and produced a large balance of payments deficit. The 
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primary factor in these developments was an increase in 
over-all demand resulting from large government ex- 
penditure. Changes in agricultural production were di- 
verse. While rice output was 8 per cent, and wheat 
output 5 per cent, more than in the previous year, both 
jute and cotton output declined. Industrial production 
continued to expand, although at a lesser pace than in 
1955. However, production in certain industries in the 
first quarter of 1957 lagged behind that in the last quar- 
ter of 1956 because of scarcities of raw materials and 
spare parts and a shortage of power. 

Price increases were widespread. Prices of nearly all 
imported and home produced goods except medicines 
were higher than in the preceding year. Food-grain 
prices, which had declined following substantial imports 
and the harvesting of new crops, began to rise again 
after the end of 1956. The cost of living indices for 
industrial workers in certain cities reflected these price 
movements only moderately, since the indices are based 
largely on controlled prices. 

The increase in the balance of payments deficit stemmed 
from a decline in exports, owing largely to a fall in the 
volume of cotton and jute exports, and an increase in 
imports. The decline in the volume of cotton exports 
resulted from low production and increased home con- 
sumption, while the decline in the volume of jute ex- 
ports was due mainly to reduced imports by India. The 
principal factor in the import rise was greater food-grain 
imports by the Government. The decline in the State 
Bank’s gold, dollar, and sterling assets resulting from 
the balance of payments deficit was equivalent to US$40.7 
million. The total of these assets at the end of June 1957 
amounted to US$252 million. 

The State Bank’s balance sheet shows that a large 
increase during the year in credits granted to the Central 
Government was partially counterbalanced by a decline 
in foreign exchange holdings and a rise in central gov- 
ernment deposits. In addition, loans outstanding to 
scheduled banks were considerably more than in 
June 1956. Because of these developments, the scheduled 
banks could still maintain reserves in excess of the 
required minimum, although their cash holdings fell 
sharply during the year as a consequence of the large 
increase in their credits. In June 1957, the State Bank 
placed restrictions on the amount that the scheduled banks 
might lend for various purposes (see this News Survey, 
Vol. X, p. 36). 

Source: State Bank of Pakistan, Annual Report 1956-57, 
Karachi, Pakistan. 


Far East 
Indian Food Policy 


India’s Deputy Minister of Agriculture stated in the 
Lower House of Parliament on August 29 that the Cen- 
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tral Government intends to accumulate two million tons 
of food grains for reserve purposes, mainly in Bombay 
and Calcutta. The present government buffer stock ex- 
ceeds 700,000 tons, but it is expected that by the end 
of the year there will be more than one million tons of 
wheat in reserve, as well as sufficient quantities of rice. 

Imports of food grains have been slowed down by con- 
gestion in Indian ports, but they are now being stepped 
up again. It is hoped that the rate of wheat imports from 
the United States under Public Law 480 will be increased 
to 300,000 tons per month during the remainder of the 
current year. A supplementary agreement for additional 
imports under Public Law 480 is now being negotiated. 
Sources: The Times of India, Bombay, India, August 23 

and 30, 1957. 


India’s Deferred Payments Arrangements 

India’s Minister of Industry informed the Upper House 
of Parliament on August 23 that so far this year the 
Central Government has approved 37 proposals for de- 
ferred payment arrangements, amounting to a total of 
Rs 209 million (US$44 million). Six proposals, involving 
Rs 32 million, have been rejected by the committee 
responsible for acting on such matters (see this News 
Survey, Vol. IX, p. 256). 
Source: The Times of India, Bombay, India, August 24, 

1957. 


Burmese Budget 

The Burmese budget for 1957-58, which has been pre- 
sented by the Finance Minister to Parliament, estimates 
a revenue surplus of 39,313,000 kyats, capital receipts of 
371,261,000 kyats, and capital expenditure of 416,989,000 
kyats. Thus an over-all deficit of 6,415,000 kyats (US$1.35 
million) is indicated. 

The Minister announced slight increases in some taxes. 
Customs duties will be modified as circumstances permit. 
The excise duty on cigarettes has. been increased by 5 
kyats per 1,000, from the present 20 kyats. 

Source: The Financial Times, London, England, Au- 
gust 28, 1957. 


Change in Exchange Rate of Laos 


It is reported that Laos will maintain its official ex- 
change rate of 35 kips per U.S. dollar. Therefore the 
kip vis-a-vis the French franc will be revalued to 1 kip= 
12 francs. 

On August 15, the National Bank of Laos suspended 
temporarily all sale and purchase transactions carried 
out on the Paris free market for residents of Laos by 
authorized intermediaries; the Bank now sells to author- 
ized intermediaries the foreign exchange that they need, 
and it buys from them the exchange which they in turn 
have purchased from their clients. 

Payments due after August 12 for all imports of French 
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goods covered by licenses that provide for payment in 

currencies other than the franc will have to be readjusted 

by taking the devaluation of the French franc into ac- 

count. 

Source: L’Information du Viet-Nam Economique et 
Financiére, Saigon, Viet-Nam, September 5, 
1957. 


Korea-Taiwan Rice Agreement 


The Republic of Korea has signed a contract to pur- 
chase 30,000 metric tons of rice from Taiwan. The 
agreed price is $147 per metric ton f.o.b. ($6.67 per 100 
pounds), and the total cost will be $4.4 million. Repre- 
sentatives of the Central Trust of China acted as agents 
of the Chinese Government in arranging the terms of 
sale. As part of the arrangement, Taiwan will donate 
an additional 210 metric tons of rice to Korea. 


Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D.C., August 19, 1957. 


Japanese Travel Abroad 


The number of requests for exchange for travel pur- 
poses that were approved by the Bank of Japan rose to 
56,202 in the fiscal year ended March 1957, from 41,835 
in the previous year. The amount of foreign exchange 
involved increased from the equivalent of US$11 million 
to US$17 million. About one third of the travelers in 
fiscal 1957 went to Asian countries and about 25 per cent 
each to Europe and North America. 

Japanese travel abroad is financed (1) by exchange 
allocations from the general foreign exchange budget, 
(2) by special exchange allocation—a system under which 
exporters are permitted to use 3 per cent of their export 
proceeds for, among other things, travel for trade pro- 
motion purposes, (3) on a shared guaranty basis with a 
foreign sponsor, or (4) entirely by the foreign sponsor. 
The largest number of those traveling abroad are reported 
te be in the third category. 

The increase in foreign travel during the last fiscal 
year was attributed to Japan’s favorable payments posi- 
tion in the first half of the year (April-September 1956) , 
the increase in exports and, therefore, of the exchange 
allowed for trade promotion travel, the increase in the 
number of Japanese technical assistance missions going 
abroad, and the rising incomes in Japan. 

Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., September 2, 1957. 


United States 


Amendment fo U.S. Public Law 480 


Under the 1957 amendment to the Agricultural Trade 
Development and Assistance Act (Public Law 480), 25 
per cent of the foreign currencies accruing under agree- 
ments for the sale of U.S. surplus farm commodities will 


be available for loans to assist the development and 
expansion of private business in the countries concerned. 
The loans will be of two types: loans to U.S. business 
firms for general business development and trade expan- 
sion; and loans to either U.S. or foreign business firms 
for expanding markets for U.S. agricultural products 
abroad, and to increase the consumption of such prod- 
ucts abroad. No such loans will be made for the manu- 
facture of any products to be exported to the United 
States in competition with goods produced in the United 
States. 

The amendment also provides for an increase of $1 
billion in authority to dispose of surplus commodities 
under Title I of the Act, and an increase of $300 million 
in funds for famine relief and other assistance under 
Title II. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., September 9, 1957. 


U.S. Business Investment in Plant and Equipment 


Business plans for investment in plant and equipment 
in the United States have been revised downward since the 
first of this year, according to the recent joint survey 
of the Department of Commerce and the Securities and 
Exchange Commission. Nevertheless, if present plans are 
realized, total business expenditure for new plant and 
equipment will still reach a new record figure—$37 bil- 
lion in 1957, compared with $35 billion in 1956. 

Estimates made in March indicated capital expendi- 
ture during the second quarter of the year at an annual 
rate of $38 billion; actual second quarter outlays are 
now estimated at an annual rate of $37 billion. For the 
third quarter, the June survey showed expenditure of 
$37.9 billion, while the latest survey indicates $37.2 
billion. Expenditure in the fourth quarter is expected 
to be at a rate of $36.9 billion. 

Source: The Journal of Commerce, New York, N.Y., 
September 11, 1957. 


Latin America 
Monetary Developments in Latin America in 1956 


The first of an annual series of reports on the principal 
monetary developments in the 20 Republics of Latin 
America has been issued by Centro de Estudios Mone- 
tarios Latinoamericanos (CEMLA), an organization 
established in 1952 to study economic problems and to 
train officials for central banks in Latin America. The 
report states that, with few exceptions, the countries of 
Latin America shared in the increase in world output 
that occurred in 1956. In general, world demand for prod- 
ucts of that area, especially for petroleum, sugar, wool, 
and coffee, continued high. However, the prices of its 
foods and raw materials that enter world commerce de- 
clined slightly; this was particularly true of metals, for 
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which prices had been rising sharply since the spring of 
1954. On the other hand, prices of many cereals, sugar, 
coffee, and wool rose during most of 1956. At the same 
time, prices of the goods bought by Latin America in- 
creased slightly, in no small part because of the increases 
in the last quarter of the year in marine freight rates, 
which accentuated balance of payments pressures espe- 
cially for the southernmost countries. 

Preliminary figures reveal that Latin America, taken 
as a unit, increased its gold and dollar holdings by some 
$375 million last year. All of this increase was in the 
dollar countries of the area, especially Venezuela whose 
exchange reserves rose by $383 million. The reserves 
of Brazil also increased, rising by $129 million. Slight 
declines were reported by Chile, Colombia, Costa Rica, 
Cuba, and Nicaragua. From the end of 1950 to the end 
of 1956, the international monetary reserves of the dollar 
countries of Latin America expanded by some 58 per cent, 
but those of the non-dollar countries fell by 25 per cent; 
in this period, the total reserves of Latin America rose 
only from 6.5 per cent to 6.7 per cent of the world total. 

Increases in the domestic price level in 1956 were most 
sharp in the countries where monetary expansion has 
been greatest in recent years. In countries of relative 
monetary stability, such as Venezuela and most countries 
of Central America and the Caribbean area, there were 
no sharp price advances last year. Serious efforts to con- 
trol inflation were made by the public authorities of 
several countries and, according to preliminary indica- 
tions, some limited success was achieved, particularly in 
Chile and Bolivia; nevertheless, the situation is still deli- 
cate in those two countries, as well as in Brazil and 
Argentina, where anti-inflationary measures have not yet 
exhibited the necessary force to bring long-term price 
advances to a halt. The inflationary developments of nine 
countries of Latin America are analyzed in the CEMLA 
report. 

U.S. investment in Latin America rose, on a net basis, 
from $382 million in 1955 to $810 million in 1956; 
private investment, particularly in petroleum concessions 
in Venezuela, accounted for most of this increase. Latin 
American investment in the United States also rose, ad- 
vancing from $167 million to $366 million, according to 
preliminary figures; the major part represented additions 
to the foreign exchange reserves of the monetary authori- 
ties of the various countries. There is also evidence that 
some dollar funds maintained abroad by private business- 
men and individuals of certain countries of Latin America 
were repatriated last year. 

The report points out that further progress was made 
in 1956 in establish' multilateralism as the basis for 


commercial relations among the different countries, in 
part owing to the return to multilateral payments by vari- 
ous European countries in the last few years. Brazil and 
Argentina made the most progress in 1956 in turning 
























































away from long-standing bilateral practices, but the same 
tendencies, though in smaller degree, were evident in the 
policies of Chile, Paraguay, and Uruguay. The report 
also stresses the efforts made to simplify and reduce the 
number of exchange rates in use, and the tendency toward 
lowering various rates against the dollar; it is common 
opinion, however, that overvalued rates in several coun- 
tries still impede balance of payments stability. 
In its final chapter, the report presents a comprehensive 
study of the monetary policy of Latin American countries 
in the last few years. It directs special attention to the 
small degree of success realized in carrying out an inde- 
pendent monetary policy, and it examines critically the 
operation of various instruments of control by the cen- 
tral banks of the countries in the area. 
Source: Centro de Estudios Monetarios Latinoameri- 
canos, Aspectos Monetarios de las Economias 
Latinoamericanos, 1956, Mexico, D.F., 1957. 


Nicaraguan Monetary Policy 


In an effort to strengthen the internal monetary situa- 
tion and to protect the international economic position of 
the country, the Government of Nicaragua adopted a 
number of credit control measures in April and May. 
Through an executive decree, the legal reserve require- 
ments of commercial banks against sight deposits were 
increased from 16 per cent to 28 per cent; and those 
against term deposits were raised from 8 per cent to 28 
per cent. The increases are to be made gradually, but 
by no less than 1 per cent a month, and the maximum 
limit is to be reached by December 1957. The Banking 
Department of the National Bank is not affected by the 
decree. 

The Issue Department of the National Bank approved 
a resolution raising to 5 per cent discount and rediscount 
rates on overdue credits arising from cotton and coffee 
loans granted in the crop year 1956-57. The maximum 
difference between the discount rate and the rate that 
commercial banks may charge on those obligations cannot 
exceed 1 per cent. Another resolution of the Issue 
Department set rediscount ceilings of commercial banks 
for 1957. 


Source: Banco Nacional de Nicaragua, Revista Trimes- 
tral, Managua, Nicaragua, June 1957. 


Peru's Imports in 1956 

Virtually all of Peru’s major imports in 1956 were 
well above those in 1955, reflecting the increase in eco- 
nomic activity last year. The value of imports totaled the 
equivalent of US$361 million, an increase of 20 per cent 
over 1955. In terms of volume, machinery purchases 
rose by 21 per cent, vehicles and transport equipment 
by 36 per cent, iron and steel by 37 per cent, and fuel 
and lubricants by 22 per cent. The volume of imports 
of chemical products fell by 4 per cent. 
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Good market prices, a high rate of domestic production, 
and new development projects resulted in a 30 per cent 
increase in the value of imports of mining machinery. 
To a large extent because of increased government as- 
sistance, the textile industry increased its purchases of 
machinery by 25 per cent. Imports of machinery for the 
milling and food-processing industry increased by 18 
per cent. 

Imports of consumer durable goods rose substantially. 
Total imports of foods, however, rose by only 1 per cent: 
food grains rose by 1 per cent; meat imports declined 
by 14 per cent; and imports of milk and dairy products 
remained the same as in 1955. 


Source: Banco Continental, News Letter, Lima, Peru, 
July 18, 1957. 


Other Countries 


Australian Budget 


The Australian budget for the year ending June 30, 
1958 was presented to the House of Representatives on 
September 3. In reviewing economic conditions, the 
Federal Treasurer stated that the economy during the 
past year reached a state of substantial balance at a high 
level of industrial activity. During 1956, there had been 
some sagging of activity in a number of industries and 
the rate of dwelling construction had declined; but in 
recent months there has been a degree of revival in most 
sectors, and housing, in particular, has shown consider- 
able improvement. The output of the basic secondary 
industries has continued to increase. In the primary 
field, the outstanding feature has been the substantial 
rise in wool production, which promises to continue. 
With further resources entering production and with the 
gains in productivity that have been taking place, there 
is reason to expect an appreciable rise in domestic output 
this year. 

During the year ended June 1957, Australia’s foreign 
exchange reserves increased by more than £A 200 mil- 
lion, to about £A 566 million. In addition to the large 
increase in wool production and exports, the expansion 
in the output of manufactures provided a sizable volume 
of exports and also met the domestic demand for com- 
modities which previously had been imported. This was 
particularly true of the steel industry, but it was also 
evident in other industries. There is certainty of another 
large wool clip this year and, if wool prices hold, export 
income should again be high. This would make possible 
a further relaxation of import controls. 

The Treasurer stated that the Government's policy is 
to preserve the high degree of stability that has been 
achieved. Some taxation relief is considered possible, 
however. The estimated cost of tax concessions is £A 56.8 
million in a full year, compared with the estimate of 
£A 1,176.6 million for revenue from taxes in 1957-58. 


The rate of company taxation has been reduced by six- 
pence in the pound in the 1957-58 budget, and deprecia- 
tion rates applied in the diminishing value method have 
been increased by 50 per cent. This is intended to en- 
courage the re-equipment of industry and generally 
strengthen its competitive position. The limit for exemp- 
tion from payroll tax has been raised, dependents’ allow- 
ances increased somewhat, and certain sales tax rates 
reduced. On the other hand, an additional yield of about 
£A 2.4 million in a full year is expected mainly from 
additional taxes on automobile diesel oil. When these 
measures are taken into account, total revenue of the 
Consolidated Revenue Fund in 1957-58 is estimated at 
£A 1,321.7 million, compared with actual revenue of 
£A 1,234.4 million in 1956-57. 


The estimate for total expenditure in 1957-58 is 
£A 1,202.3 million, or £A 79.5 million above 1956-57 
expenditure. Payments to the States are estimated as 
£A 22.7 million more than in 1956-57; increases in the 
rates of old-age, invalid, and other benefits are expected 
to raise such expenditures by approximately £A 9.5 mil- 
lion; and, when account is taken of the normal growth 
in the number of social service beneficiaries, total outlay 
from the National Welfare Fund will be £A 19.6 million 
more than last year’s expenditure. The provision for 
capital works and services is £A 14.6 million higher than 
in 1956-57. Subsidies to gold producers have been in- 
creased: the maximum rate of subsidy payable to large 
producers has been raised from £A 2 to £A 2 15s. per 
ounce, and the flat subsidy rate for small producers has 
been increased to £A 2 per ounce. Also, the maximum 
expenditure on mine development allowable in ascertain- 
ing the cost of production for subsidy purposes has been 
raised from £A 3 10s. to £A 5 5s. per ounce. The annual 
cost of these increases is estimated at £A 100,000. 


Thus, the Consolidated Revenne Fund is expected to 
show an excess of revenue over expenditure of £A 119.4 
million in 1957-58, against £A 111.6 million last year. 
The surplus will be used to finance the States’ capital 
works and housing, for war service land settlement (£A 8 
million), and for the redemption of maturing debt. The 
Loan Council approved in May 1957 a program of £A 200 
million for state works and housing, £A 8 million more 
than in 1956-57. 


Source: Treasurer of* the Commonwealth of Australia, 


Budget Speech, 1957-58, Canberra, Australia, 
September 3, 1957. 


Economic Conditions in South Africa 


In an address to the annual meeting of stockholders 
of the South African Reserve Bank, the Governor of the 
Bank characterized the present stage of South Africa’s 
economy as one that represents a mixed pattern. In- 
ternally, there has been a noticeable slowing down in the 
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tempo of economic expansion. The external position, 
notwithstanding the absence of any net inflow of foreign 
capital, has shown substantial improvement, which is re- 
flected in a net increase of £12 million in the Reserve 
Bank’s gold and foreign exchange holdings for the year 
ended June 1957. The slowing down in the rate of 
internal expansion is attributable to a leveling off in 
secondary production and, in particular, to a moderate 
decline in fixed investment in residential building as well 
as in machinery, plant, and equipment. Private invest- 
ment has declined considerably, but investment in the 
public sector has been maintained at a high level. The 
net decline in total investment has been more than offset 
by the upward trend of primary production, reflected, 
inter alia, in the continued increase in merchandise ex- 
ports and in gold output. In short, there has been no 
recession or downturn in the total volume of economic 
activity but merely a decline in the annual rate of 
increase during the past two years, compared with the 
rate of increase during the period 1947-48 to 1954-55. 

The slower rate of development in the private sector 
has served to bring about a better balance in the Union’s 
economy as a whole. It has, for example, enabled the 
public sector to make more rapid progress in its efforts 
to increase its transport, power, telecommunication, and 
other services. It has also helped to attain equilibrium 
in the balance of payments, to ease the strained labor 
situation, and to reduce inflationary pressures. 

The Governor pointed out that there is—as always 
after a period of exceptionally rapid development, which 
has had to be restrained by disinflationary fiscal and 
monetary measures—a danger that the pendulum may 
swing too far in the other direction if not checked in 
time. This danger has been taken into account by the 
Reserve Bank in its policies and operations during the 
past 18 months. In this connection, he referred to the 
fact that, when the Bank of England raised its discount 
rate by 1 per cent in February 1956, the South African 
Reserve Bank did not follow suit. Moreover, in Au- 
gust 1956 the Reserve Bank withdrew its previous request 
to the commercial banks to restrict credit. Also, the 
initiative was taken to establish a new industrial finance 
corporation designed to provide additional facilities for 
the mobilization of risk and nonrisk capital within the 
Union to finance industrial expansion (see this News 
Survey, Vol. IX, p. 404). The Governor stated that the 
high level of public expenditure, private consumption, 
and exports should continue to act as a counter to the 
decline in private investment until the tempo of such 
investment increases again. The Government's record 
capital program for fiscal 1957-58 and the heavy capital 
outlays in the remainder of the public sector (provinces, 
municipalities, and public utilities) can be accepted as 
necessary or desirable under present circumstances, but 
obviously they cannot be maintained for long without 
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again creating imbalance and instability in the economy. 
The problem at present is to promote the flow of funds 
to private enterprise and to encourage private initiative. 
The Governor stated that, during recent years, an unduly 
large part of savings has tended to flow to financial insti- 
tutions which do not ordinarily engage in industrial 
expansion to any appreciable extent; this was one of 
the reasons for the establishment of the industrial finance 
corporation. 


Source: South African Reserve Bank, Annual Report 
1956-57, Pretoria, Union of South Africa, Au- 
gust 7, 1957. 


South African Gold Sales 


The South African Reserve Bank’s sales of gold, valued 
at the statutory price of 248s. per fine ounce, totaled 
£192,156,000 for the year ended March 31, 1957 
(1955-56: £182,543,000). Of the total, £187,174,000 was 
sold on the London market, and £3,418,000 was sold 
against payment in free Swiss francs to provide funds 
for the repayment of a one-year credit of £2,471,000, 
granted to the South African Government by a consortium 
of Swiss banks, and for interest payments on various 
loans raised in Switzerland. The remainder was sold 
against payment in South African currency, £1,325,000 
being transferred to the Mozambique Government in 
connection with wage payments to native mine workers 
from that territory, and £239,000 going to the South 
African Mint to meet the demand of local users of gold. 
In the year 1955-56, gold sales on the London market 
amounted to £173,296,000, sales against free Swiss francs 
equaled £3,052,000, transfers to Mozambique were 
£1,479,000, and local sales were £257,000; in addition, 
£4,459,000 was sold on favorable terms to various parties 
abroad against payment in U.S. dollars. 


Sources: South African Reserve Bank, Annual Report 
1955-56, August 8, 1956, and Annual Report 
1956-57, August 7, 1957, Pretoria, Union of 
South Africa. 
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